
FEDERAL ELECTION COMMISSION
WASHINGTON. D.C. 20463

America's Foundation fka Fight PAC
Barbara Bonfiglio, Treasurer
1155 21* Street, NW
Washington, D.C. 20036 APR 2 1 2005

RE: MUR5652

Dear Ms. Bonfiglio:

On April 5,2005, the Federal Election Commission found reason to believe that the
America's Foundation ('"Committee**) and you, in your official capacity as treasurer, violated
2 U.S.C. § 441a(a)(2XA), a provision of the Federal Election Campaign Act of 1971, as amended
("the Act"), by making contributions to Terrell for Senate, which exceeded the Act's contribution
limits. However, after considering the circumstances of this matter, the Commission also
determined to take no further action and closed its file as it pertains to the Committee and you.
This finding was based upon information ascertained by the Commission in the normal course of
its supervisory responsibilities. See 2 U.S.C. § 437g(aX2). The Audit Report, which more fully
explains the Commission's finding, is attached for your information.

The Commission reminds you that making contributions to a candidate or his or her
authorized committees that exceed the Act's contribution limits is a violation of 2 U.S.C.
§ 441a(a)(2XA). You should take steps to ensure that this activity does not occur in the future.

You are advised that the confidentiality provisions of 2 U.S.C. § 437g(aX12XA) remain
in effect, and that this matter is still open with respect to other respondents. Ite Commission
will notify you when the entire file has been closed.

If you have any questions, please contact Jack A. Gould, the attorney assigned to this
matter at (202)694-1650.

Sincerely,

Scott E. Thomas
Chairman

Enclosure
Audit Report



Report of the
Audit Division on
Terrell for Senate
July 19.2002 - December 31.2002

Why the Audit
Was Done
Federal law permits the
Commission to conduct
audits and field
investigations of any
political committee that is
required to file reports
under the Federal
Election Campaign Act
(the Act). The
Commission generally
conducts such audits

appears not to have met
the threshold
requirements for
substantial compliance
with the Act1 The audit
determines whether the
committee complied with
the limitations,
prohibitions and
disclosure requirements
of the Act

Future Action
The Commission may
initiate an enforcement
action, at a later time,
with respect to any of the
matters discussed in this
report.

About the Committee (p. 2)
Terrell for Senate (TFS) is the principal campaign committee for
Suzanne Haik Terrell, Republican candidate for the US. Senate
from the state of Louisiana, and is headquartered in Alexandria,
Virginia. For more information, see the chart on the Campaign
Organization, p.2.

Financial Activity (p. 2)
• HI
o From Individual!
o Rom Political Party Committees
o From Other Political Committees
o Transfers from Other Authorized

Committees
o Loans-Made or Guaranteed by the

Candidate
o Total Receipts

o Total Operating & Other

$2.532^44
154.726
665,149
420,500

300,000

$4,072,919

$3,721,155

Findings end §} (p. 3̂
Receipt of Prohibited Corporate Contributions (Finding 1)
Receipt of Contributions that Exceed Limits (Finding 2)
Receipt of Bank Loan (Finding 3)
Misstatement of Financial Activity (Finding 4)
Failure to Itemize Contributions from Individuals (Finding S)
Failure to Itemize Contributions from Political Committees
(Finding 6)
Disclosure of Proceeds from Joint Fundrairing Activity
(Finding 7)
Disclosure of Occupation and Name of Employer (Finding 8)
Failure to File 48-Hour Notices (Finding 9)

20S.C|43S(b).
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Parti
Background
Authority for Andit
Thii report is btfed on an audit of Terrell for Senile (TFS), undertaken by the Audit
Division of the Federal Election Commission (the Coouniision) in accordance with the
FcdenJ Election Craptign Act of 1971, as mended (the Act). The Audit Division
conducted the audit punuant to 2 U.S.C. ff438(b), which pennitt the Commission to
conduct auditi and field in vestigations of any political coinmittee that is requized to file a
report under 2 U.S.C. §434. Prior to conducting any audit under this subsection, the
Commission mutt perform an internal ivview of itpoits filed by selected conmittees to
determine if the reports filed by a particular committee meet the threshold requirements
for substantial compliance with the Act 2 U.S.C. §438(b).'

Scope of Andit
Following Commission approved procedures, the Audit staff evaluated various factors
and as a result, this audit examined:
1. The leceipt of excessive contributions and loans.
2. The recd{K of contributions from prohibited sources.
3. The disdosure of contributions received.
4. The coosistency between reported figures and bank records.
5. TTie completeness of records.
6. Other committee operations necessary to the review.

Changes to the Law
On March 27,2002, President Bush signed into law the Bipartisan Campaign Reform Act
of2002(BCRA). TheBCRAcontaunimysubstantialaitdtecn^
federal campaign finance law. Mostof the changes became effective November 6,2002.
Except for the period November 7.2002, through December 31,2002, the period covertd
by this audit pre-dates these changes. Therefor the statutory and regulatory
requirements died in this report are primarily those that were in effect prior to November
7.2002.
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Partn
Overview of Campaign

Campaign Organization

Important Dttea
• Dateof Retjstntion
• Audit Coverage

IttNMQIiaVten

BanklnforiMtton
• Bank Depositories
• Batik Accounts

Treasurer
• Treasurer When Audit Was Conducted

• TYvasurarDuiinff Period Covered by Audit

•vlBDiHiKBlvNvliK ••Wipî llLillDQlK

• Attended FBC Cunpiign Rnmce Seminv
• Used Commonly Available Campaign

•JMflement software Package
• Who Handled Accounting, RecoixOoeeping

Talks and other Day-to-Day Operations

TerreO for Senate
July 16. 2002
July 19, 2002 - December 31. 2002

Alexandria. Vinrinia

1
1 Cnecking. 1 Money Marager (Savings)

Bryan Blades (Starting March 31. 2003)
Justin Schmidt (Starting December 22. 2003)
Cliff Newlin

No
Yei

Vita Levantino - Consultant

Overview of Financial Activity
(Audited Amount*)

Cash on hand® July 19.2002
Receipts

o From Individuals
o From Political Party Committees
o From Other Political
o Transfai from Other Authorized Committees
o Lorn-Made or Guaranteed by the Candidate

$0

$2.532.544
154.726
665.149
420.500
300,000

$4472^19
$3.721.155

$151,764
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Part in
Summaries
The interim audit report (IAR) was forwarded to TFS for response on May 21.2004. The
Audit staff contacted counsel for the committee and verified receipt of the report. The
response was due on June 23.2004. TFS requested and received a 15-day extension to
July 8,2004 to respond to the IAR. On July 20,2004, TFS submitted (draft) amended
reports tor the Audit staff's review prior to filnig them with the Commission. Our review
indicated the amendments were deficient; materially resolving only two of the findings.
This infbnnation was idayed to 1TC representatives via emai TFS
representatives indicated they are working on a response. To date, no further response
has been received; nor amended reports filed with the Commission. •• * •.

Findings and Recommendations

Finding 1. Receipt of ProhUdted Corporate Contributions
TPS received 65 prohibited contributions totaling $M^OO from 47 different Limited
Liability Companies (LLCs) and corporate entities. The Audit staff recommended that
TO either provide evidence that these contributions were not from prohibited sources or
refund the $64,600. (For more detail, see p. 5)

Findings. Receipt of Contributions that Exceed Limits
A review of contributions from individuals and political committees identified 541
contributions, totaling $552.773. which exceeded the contribution limits. In some
instances the contributions were solicited after the election to which they relate but there
were insufficient net debts to allow TFS to keep the contribution. The Audit staff
recommended that TFS either provide evidence that the identified contributions were not
in excess of the limitations or refund $552.773. (For more detail, see p. 7)

Findings. Receipt of Bank Loan
The Candidate loaned TFS $101,000 from the proceeds of a bank loan. The Audit staff
was unable to determine if the bank perfected its security interest in collateral for the
loan. The Audit staff recommended that TFS pro vide documenution to show the lotn
was properly secured. (For more detail, see p. 10)

Finding 4. MissUtement of Financial Activity
1TC misstated iccdpts, distiunements, and fe The
Audit staff recommended that TFS amend its reports to correct the misstatements.
(For more detail, aee p. 11)



Findings. Failure to Itemize Contributions from
Individual*
A simple me of contributions revealed chic TFS did not itemize 15% of the contributions
from individuals on Schedule! A is required The Audit staff reconunended that TPS file
•mended Schedules A, by repotting period. ID disctae contributions mx previously
itemized. (For more detiil, see p. 13)

Finding 6. Failure to Itemize Contribution* from Political
Committees
TFS did not itemize 80 contributions totaling $134,597 received from political

OT> committees. The Audit staff recommended that TFS file amended Schedules A
ix disclosing the contributions noc previously itemized. (For more detail, see p. 14)
U)
r* Finding?. Disclosure of Proceeds from Joint Fundraiaing
(•-,« Activity
Tt* im failed to properly disclose the receipt of net proceeds from joint fundraising activity
*r with Louisiana Victory 2002 Rind aiidTenellViclCflyCoiniinnee. The Audit staff
O reconunended that TFS file amended reports to correctly disclose these receipts. (For
#> ' more detail, see p. IS)

Findings. Diacloaure of Occupation and Name of
Employer
TFS did not adequately disclose occupation anoVcrnsineofeinp^byerinfonnationfor
1,173 contributions from individuals totaling $812̂ 85. In addition, TFS did not
demonstrate best effctts to cMn,maiiit^ The Audit staff
recommended that TFS either provide documentation that demonsuaies best efforts were
made to obtain the missing information or contact each contributor lacking the
information, submit evidence of such contact, and disclose any information received in
amended reports. (For more detail, see p. 16)

Finding 9. Failure to File 48-Hour Notice*
TFS railed to file 48-hour notices for 77 contributions totaling $106.100. The Audit staff
recommended that TFS provide evidence that 48-hour notices were timely filed.
(For more detail, see p. 17)
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Part IV
Findings and Recommendations

The following findings were discussed with the TFS* representative at the exit
conference. Appropriate worfcpapen and supporting schedules were provided.

The interim audit report (IAR) was forwarded to TFS for response on May 21,2004. The
AudUtsUut contacted counsel for the comrdttee and vm The
response was due on June 23,2004. TFS requested and received a 15-day extension to
July 8.2004 to respond to the IAR. On July 20.2004, TFS submitted (draft) amended
reports for the Audit staffs review prior to fUing them with the Ommission. Our re view
indicated the amendments were deficient; materially resolving only two of the findings.
This infbnnatton was relayed to TO representatives^ TO
representatives indicated they are working on a response. To dale, no further response
has been received; nor amended reports filed with the Commission.

[Finding 1. Receipt of Prohibited Corporate Contrflmtions |

TFS received 65 prohibited contributions totaling $64,600 from 47 Limited Liability
Qmipanies(IXCs) and corporate entities. The Audit staff recommended that TPS either
provide evidence that these contributions were not from prohibited sources or refund the
$64,600.

A. RecdptofPrthlWtedContriliiitlom-CaiKa
contributions On the form of money, in-kind contributions or loans):
1. u the name of another; or
2. From the treasury funds of the following prohibited sources:

• Corporations (this means any incorporated organization, including a non-stock
corporation, an incorporated membership organization, and an incorporated
cooperative);

• Labor Organizations;
• National Banks;
2 U.S.C. ftft441b, 441c, 441e, and 441f.

B. Deflnttloii of United Liability ComfMuiy. A limited liability company (LLC) is a
busmen entity recognized as an LTJC under the laws of the state in which it was
established. HCFRftU0.1(gXl).

C Applkatlon of Unite and ProUbltiou A contribution
from an LLC is subject to contribution limits and prohibitions, depending on several
factors, as explained below.



• LLCasPBrtnenUp. The contribution is considered a contribution from a
partnership if the LLC chooies to be treated u a partnership under Internal Revenue
Service (IRS) tax rules, or if it makes no choice at ill about iu tix status. A
contribution by i pntnenhip ii attributed to esch partner in direct proportion to his or
herihveofthepvmenhippfofiis. 11 CFR5|H0.1(eXl)and(gX2).

• 1JX? as Corporation. The contribution ii considered a corporate contribution— and
is buied under the Act— if the LLC chooses to be treated as a corporation under IRS
rales, orifitsshaiesarctiidedpuMicly. HCFR|ll0.1(gX3).

^ • LLC with SIngk Member. The contribution is cxmsidered a contribution from a
00 single imttvidual if the UjCU a single-member
cp u a coipdration under IRS rules. HCFR|110.1<gX4).

D. Limited UabUttyOwip«nyfsR«s|x^
the time it makes a contribution, an LLC most notify the recipient committee:
• That it ia eligible to nuke the contribution; and .. .
• In the case tf an IljC that considen itself a partnership^

contribution should be attributed among the LLC's members. llCFRftll0.1(gXS).

E. Questtennbte Contributions. If a cooumtteeieceives a contribution that appean to
be prohibited (a questionable contribution), it must follow the procedures below:

1. WithtalO&ysafiCTthetxeasurcrrecdvesthe
committee must either:
• Return the contribution to the contributor without depositing it; or
• Deposit the contribution (and follow the steps below). HCFR(1033(bXl).

2. Iftheooinmiaeedepodtttheqiiesiionabteooniribiu^
funds and must be prepared to refund them. It must therefore maintain sufficient
funds to make the refunds or establish a separate account in a campaign
depository for possibly illegal contributions. 1 1 CFR (1033(10(4).

3. The committee most keep a written record explaining why the contribution may
be prohibited and must include this information when reporting the receipt of the
contribution. 11 CFR$lQ3.3(bX5).

4. WftMn 30 days of the treasurer's reoapt of the queri^
committee must make at least one written or oral request for evidence that the
contribution is legal. Evidence of legality includes, for example, a written
statement from the contributor explaining why the contribution is legal or an oral
explanation that is recorded by the committee in a memorandum. 11 CFR
|103.3(bXl).

5. Within these 30 days, the committee must either.
• Confirm the legality of the contribution; or
• Refund the contribution to the contributor and note the refund on the report

covering the period in which the refund was made, 1 1 CFR $103.3(bXO.



A review of contribution received by TtS resulted in the identification of 65 prohibited
contributions from 47 different corporate entities touting $64,600.2 Of these prohibited
contributions:

• TFS received directly 46 prohibited contributiont, which totaled $43,400. Of
these, 27 contributions, totaling $32,750, were from LLCs but lacked the
necessary documentation to establish that contributing entities are not treated as
coipotatioiu for tax purposes, and 19, totaling $10,650. were from corporate
entities. During the course of the audit, TFS provided photocopies of letters,
dated August, 2003, sent to the corporate entities that were returned by the
contribiiianackiiowle48ta Three of me letters were
returned to TFS as undelivenble. Further, the Audit staff contacted the
appropriate Secretary of Stale's office to confiim the coiporate status for the 19
contributions from corporate entities. None of the contributions have been
refunded.

• In addition, TFS received 19 contributions from limited liability companies,
totaling $21,200, at put of a transfer of proceeo^ from a joint fundraiser
ccixiucted by ̂ Louisiana Victory 2002 RoxL As with the other contributions
from LLCs. TFS records did not contain any notifications from these contributors
stating they were eligible to make such a contribution.

At the exit conference, the Audit staff provided TFS representatives with a schedule of
the prohibited contributions. As pan of docuntentation submitted su^^
conference, ITS representatives ccofirmed that the 46 contributions ($43,400) received
were from prohibited sources. They further indicated that tetters will be sent relative to
the other 19 contributions received from LLCs requesting their IRS filing

Interim
The Audit staff recommended that TFS provide evidence that the 19 contributions
($21,2(X)) received as part of proceeds from Absent
such evidence, IPS should have refund the $64(6XX) in corimlnitions arid rmvided copies
(front and back) of each negotiated refund check. If fumto were not available to make the
necessary refunds, the amounts due should have been diMk)sed on Schedule D (Debts
and Obligations) until funds become available to make the refunds.

| Finding 2. Receipt of Contributions that Bfcceed Limit* I

A review of contributions from individuate and political committees identified 541
contributions, totaling $552,773. which exceeded the.contribution limits.. In some
instances the contributions were solicited after the election to which they relate but there

IfnmoftepoMibfcprohiMiedeoMritadmta
10 hive ao IRS filii* lUlut of (Mrtnenhtp and no loî r prohibited, HM Audit naff will

M poiiiblc excessive oomriboiioM.
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were insufficient net ckbu to allow ITS to keep the contribution. The Audit staff
itcommended that TPS either provide evideiice that the identified comributic^ were IK*
in excess of the limitatioiis or refund $552,773.

A* Anthofned Goflnnttae Liintts* An Authorized coininitteeiiMy not receive more
then a tottl of $1,000 per election from my one penon or $5,000 per election from •
multicandidate political committee. 2 U.S.C. f |441a(aXlXA). (2KA) and (0; 1 1 CFR
HI 10.1(t) and (b) and 1 10.9(a).

r,, B. HaadBngCosnfrlbiitiBiM Ifacommineereceivesa
0£i contribution that annem to be excessive, the committee must eilhen
to • Return the questionable check to the donor, or
<~> • Deposit the check into its federal account and:
•"•* o Keep enough money hi the account to cover aU potential refunds; .
2|J o Keep • written reconl explaining why the contribution may be illegal;
,5; . o IndiidethisexplaiiationonsdieduleAiftheamtributiw
Q before its legality is established;
0^ o Seek i leattribution or a redesignation of the excessive poftion, following the
,NJ instructions provided in Commission regulations (see below for explanations

of reatuibUQon and redesignation); sod
o If the ccmniittee does mM receive a pfopvreatri^

within 60 days after receiving the excessive contribution, refund the excessive
portion to the donor. HGFRH103J(bX3).(4)and(S)and
110.100(3)01X8).

C CortribiitiMis to Retire Debts. If an auttorized candidate o>mira^h^
outstanding after an election is over, a campaign may accept contributions after the
election to retire the debts provided that:
• Tlw contribution hi designated for that election (since an undesignsfed contribution

made after an election counts toward the limit for the candidate's upcoming election);
• The contribution does not exceed the contributor's limit for the designated election;

and
• The campdgn has net debts oiitstancting for the desig t̂ed election on tte

receives the contribution. 1 1 CFR $1 10.1 (b)(3Xi) and (iii).

D. Revised Regulations Applied. The Commission recently adopted new regulations
that allow committees greater latitude to designate contributions to different elections and
to reattribute contributions to joint account holders and has decided to apply these
regulations to current matters. The Audit staff has evaluated the excessive contributions
discussed below using the new regulations.

Ms. Terrell participated in three elections in 2002; a primary that consisted of filing the
necessary papers to qualify for the general election ballot, a general election, and because
iio candidate lecdvedoiofe man 50% of the vote to A



review of contributions from individods and political comnd
contributions, totaling $552,773'. that exceeded the contribution limits for the primary,
general or runoff elections. In some cases the contributions were received after an
election at a time when the Audit staff determined there were no net debts outstanding.
The Audit staff noted that a significant portion of these excessive contributions resulted
from TFS reedvmg$3f000 connibutions from contributes

• As of August 23,2002, the date of the primary election, the Audit staff calculated thai
TFS did not have net debts outstanding; The Audit staff identified certain contributor
checks dated and recei ved subsequent to the primary election that were designated by

*r the contributors for that election. TFS received 70 such contributions totaling
oo $115400. These contributions were not later ledesignated by the contributor to
ID another election and should have been refunded. In addition, one excessive
*"< contribution for $1,000 was received prior to the primary, which could neither be
-* reattributed nor redesignated.

• As of November 5,2002, the date of UK general electioti, the Audit staff calculated
that TPS had net debts outstanding of $157,802. The Audit staff identified
contributions totaling $430,750 received after the general election some of which
were designated specifically for the general election and some of which were the
undesignated. excessive portions of nmK)ff contributions that could be applied to
general election debt These contributions were applied to the general debt hi
chronological order until the debt was exhausted. A review of the remaining
ccntributk)ns determined that TPS received 63 contributions designated for the

outstanding for the general election by a total of $68398. The remaining
undesignated, excessive fun-off contribiiticra that coiddim
election debt are included in the excessive run-off contributions discussed below.

• The Audit staff determined that TFS had teceived 398 excessive contributions
totaling $367̂ 75 relative to the runoff election. These excessive contributions were
all received prior to December 7,2002, the dale of the runoff election.

At the exit conference, the Audit staff provided TFS representatives with a schedule of
the excessive contributions noted above. TPS representatives had no comment.
Subsequent to the exit conference. TPS stated that they lack sufficient cash on hand to
make the refunds but would amend its reports to include all excessive contributions u
debts on Schedule D.

Leeommmd
The Audit staff recommended that TPS:
• Provide evidence that the identified contributions were either not excessive or were

applicable to a net debt outstanding far a particular election; or .

1 The Aadii stafff smly* of TPS lecouni balms ihrauah die end of the audh period tadicttcdfufficieni
bdancesweremtiiuniedwihucofXributk^
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• Refund $552.773 and provide evidence of such refunds (copies of the front and back
of the cancelled checks); and

• If funds were not available to make the necessary refunds, T^
itt reports to reflect the amounts to be icfundedM debts on Schedule D (Debts and
Obligations Excluding Loans) until funds become available to make the refunds.

| Finding 3. Receipt of Bank Loam I

Ine Candidate Icoied 1TC$10UX)On^ The Audit staff
wu unable to detennineh* the bank perfected iasectmiy interest m
loan. The Audit staff recommended that TPS provide documentation to show the loan
was properly secured.

— *•._ Definition of CMMbutfon. The term "contribution"
not include a loan from a Stale or federal depository institution if such loan is made:
• in accordance with applicable banking laws and regulations;
• in the ordinaiy course of business;
• on a basis which assures lepayment, as evidenced by a written i

bearing the usual and customary interest me of the lending institution. 2 U.S.C
S431(8XAXvii); 11 CFR *100.7(bXH).

OxmrussioniegiUatiorastatealoanisconsidetedmadeona
basis which assures repayment if the lending histitutioninakmg the loan has:
• Perfected a seenmtymterestMcoUatenJ owned by the Candidas

comnuttee receiving the loan.
• Obtained a written agreement whereby the candidate or poKtical committee receiving

the loan has pledged future receipts, such as public ftnancrag payments.
• If these leqiuimems arc not niet, the Co^

circumstances on a case by ease basis hi determining whether the loan was made on a
basis which assured repayment 11 CFR if 100.7(bXU) md 100.8(bX12),

On August 2,2002, the Candidate obtained a $101#)0 loan from First Bank and Trust
(FBT) which included a $1,000 prepaid finance charge and had a maturity date of August
2,2003. On August 5,2002. the Candidate loaned 7TO $100,000 from the proceeds of '
this bank loan. The loan was repaid by TFSwfth a direct payment to the bank on
December 16,2002, in the amount of $101358, which included $1358 in finance
charges. TFSpiwo^ the Audit staff wim a copy of the pronris^
Candidate and the bank that slates that collateral securing other loans with Lender may
also secure this note; referencing it as "cross-colliteralization." Further, a business loan
agjvenient submitted wim the pionuftscty
"continuing security interest" in any and all funds the borrower may now or in the future
have on deposit at FBT.
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The loan documentation provided imther described the collateral im^
loan, mrincttc^ that such searity The Candidate's
finaxicialstaieiiient, presumably subm
provide any specific information of other debtt owed to FBT which could be subject to
MciDss-cdlaieialiution.v> Further, the financial statement states the borrower has no
accounts at FBT. Therefore, it is the AudH staff sopinta thai to ^
Commission's "assurance of repayment" standard.

At the exit conference, die Audit staff presented this matter to TFS representatives. No
questions or comments were posed by the representatives.

10
«» Interim Audit iteport Rurommeiidatton
<•# The Audit staff recommended dial TFS piovided\xnimenuttkm to show that the loan wu
*"*' secured with collateral mat assures repayment; thai the security interest in the collateral
*"' had been perfected; andVor provide any comments it feels are relevant Such
Q! dooimentatkm should have hidi¥^
^ as the balance of all other otttstanding debt secuivd by such co^^
C>

(t
:; | Finding 4, MJMtatcment of Financial Activity

TFS miBstated receipcs, disbunements, and the ending cash balance during 2002. The
Audit staff recommended that TFS amend its reports to correct the misstatements.

Each report must disclose:
• Iteamoumcfcashonhaiidatfebegmirii^
• Hie total amount of receipts for the reporting period and for the calendar year.
• The total anwunt of dlsbuneniems for the leportng period a^

and,
• Certain transactions that require iteraization on Schedule A or Schedule B.
2 U.S.C. §«434<bXI). (2). (3). md (4).

The Audit staff reconciled reported financial activity to bank records for 2002. The
following chart outlines the Jscrepandes for receiptt, disbuiicincnU, and the ending
cash balance on December 31,2002. Succeeding paiasjaphsad^ivu the ivasons for the
mtssuuements, most of which occunedduriiig the peqodafov the general election. TFS
representatives indicated that during that period the volume of activity and staff turnover
contributed to lapses in the data entry of some receipt and disbunement transactions.
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2002 Cumin Activity

ODetdm Cash Balance • July 19. 2002
Receipts

•̂ l8DUcB0mBIKK

Ending Cash Balance • December 31, 2002

Reported
$0

$3.379343

$2,760279

$633,56?

Bttuc Kccontt
SO

$4*072,919

$3,721,155

$351,764

Discrepancy
$0

$693.576
?!• ill IMS-- •
wHOwBHWBO

O60876
^JDQCnttl6fl

$281.800
Overstated

The understatement of receipts was the net result of the following:

Transfer of funds from joint fundraisers not reported (see Finding 7)
Transfer from joint fundraiser reported incorrectly (see Finding 7)
Contributions from political committees not reported (see Finding 6)
Deposits which appear not to have been reported (see rinding 5)
Unexplained differences

$302400

The understatement of m'sbunements was the net result of the following:

Payments to media vendor not reported H
Bank Loan Repayments not reported 4
MisceUsaeous Operating Expenses not reported 4
Disbursements Reported Twice •
Disbursements Reported - Unsupported by Check or Debit
Memo
Reported Void Check
Unexplained Differences H

fijfifi
$693.576

$ 685,000
301.422

3,006
9,000

15,000

12,834

Net of Disbursements S 960,876

TFS misstated the cash balance throughout 2002 because of the enms described above.
In addition, in incorrect cash balance was carried fbiwsid from the 30 E)ay Post Election
Report to the Year End Report which resulted in an cverstateniem of the cash balance by
$14,500. On December 31.2002. the cash bsJsncewMimdentated by $281f8W^

At the exit conference, the Audit staff explained the miMtatements and provided
schedules of the reporting discrepancies. TFS representatives slated their intention to
review the spreadsheets provided and expressed a willingness to file amended reports to
correct these misstatements.

This total does not foot; see explanation of ending cash balance below.
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Interim Andtt Report Recommandmtion
The Audit stiff recommended that TFS file unicnded reports, by repotting period, to
comet the nuisuttenientf noted above .including unended Schedules A and B'u

Findings. Failure to Itemize Contributions from
Individuals

A sample teat of contributions revealed thai TFS did not itemize 15% of the contributions
from individuals on Schedules A as required. The Audit staff recommended that TFS file
amended Schedules A. by repotting period, to disclose contributions not previously
itemized.

A. Whan to Itemize. Authorized qmdidate comnrinees muit itemize my contribution
from an individual if it exceeds $200 per election cycle either by itself or when

negated with other contributions from the same contributor, 2 U.S.C §434(bX3XA).

B. Election Cycle. The election cycle begms on the fixst day following the date of the
previous general election and ends on the date of the next general election. 11CFR
§100.3(b).

C Definition of ItemfaBtion. fienrization of contributions received means that the
recipient committee discloses, on a separate schedule, the following infonnation:
• The amount of the contribution;
• Tlie date of receipt (die dale the committee received the contribution);
• The full name and address of the contributor,
• In the case of contributions from individual contributors, the contributor's occupation

and the name of his or her employer, and
• The election cycte-tc-dtte total of all contributions from the same contributor. 11

CFR §§100.12 and 1043(aX4) and 2 U.S.C. §434(bX3XA) and (B).

Based on a sample review of contributions from individuals, the Audit staff determined
that TFS did not itemize 13% of such contributions on Schedules A as required. The
majority of these errors resulted from contributions that wen? pan of December 2002
deposits not entered into the database TFS used to file its disclosure reports (See Finding
4, Misstatement of Financial Activity). On October 10,2003, ITS provided an up-dated
receipts database which included the missing contributions for the month of December
2002.

At the exit conference, the Audit staff presented tins rnstter to TFS representatives who
had no questions or comments at that time. As part of documentation submitted
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subsequent to the exh conference, TFS stated it ii in the pracen of amending itirepoits
toducloie iU omitted mdividus] donon.

Interim Audit Report Recommendation
The Audit staff reconiinended that TFS file amended Schcdufei A, by reporting period, 10
correct the deficiencies noted above.

Finding 6. Failure to Itemise Contribution from Political

TFS did not itemize 80 contributions totaling $134,597 received from political
committees. The Audit staff recommended that TFS file amended .Schedules A
disclosing the contributions not previously itemized.

A. When to Itemize. Authorized candidate committees must itemize:
Every contribution from any political committee, regardless of the amount; and
Every transfer from another political party committee( regardless of whether the
committees are affiliated. 2 U.S.C. «434<bX3XB) and (D).

B. Definition of Itenfamtkm. Itemization of contributions recti ved means that the
recipient committee discloses, on a separate schedule, the following information:
The amount of the contribution;
The date of receipt (the dale the committee received the contribution);
The full name and address of the contributor, and
Election cycle-to-date total of all cofltribiitions from the same contributor. 11CFR
§5100.12 and 104.3(aX4) and 2 U.S.C. «434Q>X3XA) and (B).

FeeteandAnalyeie
A review of all contributions received from political committees identified 80
contributions totaling $134,597 which were not itemized on Schedules A of disclosure
reports fikd by TFS. Similar to Contributions from Individuals discussed above, me
majority of these errors resulted from comributionstruK were part of December 2002
deposits not entered into the database TFS used to fiteiu disclosure reports (See Finding
4, Miastatement of financial Activity).

At the exit conference, the Audit staff provided TFS representatives with a schedule of
the political committee contributions not itemized. TFS representatives stated they would
review the spreadsheets provided and make appropriate changes to TFS reports.

Interim Audit Report Recommendation
The Audit staff recommended that TFS file amended Schedules A. by reporting period,
disclosing the contributions not previously itemized.
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I Finding 7. Disclosure of Proceeds from Joint Pundndsing
[Activity

TFS foiled to property diicloie the receipt of net proceeds from joint fundniiing activity
with Louisiana Victory 2002 Fund and Terrell VK^ory Committee. The Audit staff
recommended that TFS file jmiendedreportttocontctlydifcloietheierpceipu.

Legal 8tamd«rd
A. limitation of Contribute Participating
political commilteei mutt report joint fundraising proceedi in iccordance with 11 CFR
102.17(cX&) when luch funds ire received from the fundraising repreienutive, 1 1 CFR
5102.17(cX3Xiii).

Etch participating political committee rq)ortiitiihire of the net proceeds u a tzvni/er-in
from die fundniiing rapretentitive and must also file • memo Schedule A itemizing its
share of gross receipts as contributions from the original contributon to the extent
required under 11 CFR 104J(e). 11 CFR 6102,1 7(cX»XiXB).

Faeta and
Hie Audit staff detennined thai TFS received a total of $420,500 in net proceeds from
joint ftmdniamg activity; $396,000 Iran the Louisiana Victory 2002 Fund and $24^00
frcrni the Ten^ Victory Committee. Our review of these transfers noted the following:

• TFS did not report nor itemize txansfentotalmg $295,000 fn^
2002 Fund and $7,000 received from Terrell Victory Committee on Schedule A, line
12, Transfers from Other Authorized Comnntteei, as required. (See Finding 4)

• TFS inconccUydsctosed the amount of a transfer nxdvedt^^
Committee as $175XXX)V when the actual amount of the transfer was $17,500,
overstating reported receipts by $157̂ 00. (SeeRnding4)

• Tr^ did not iteniizeiu share of the grow recdi^u contributions f^^
contributors as required on memo Schedules A for any c/t^ $420^00 in transfers of
joint fundraising proceeds. TFS records did not contain this information. During
fieUwork, ITS obtained the ifironnation from both of the joint fundnistng
committees.

At the exit conference, the Audit staff provided TFS representatives a schedule of the
ornitr^tnmstm from joint rundraidng activity no^ TTO representatives stated
their intention to review the spreadsheets provided and expressed a wilKng>iess to file
amended reports to correctly report its activity.

Interim Audit Report Riwomnnnnf arton
The Audit staff recommended that TFS file amended Schedules A to disclose the receipt
of net fundraising proceeds, along with the required memo entries.
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Findings. Disclosure of Occupation and Name of
Employer

ITS did not adequately diiclote occupation and/or name of employer information for
1.173 contributions from individuals totaling $812,585. In addition, TFS did not
demonstrate beat efforts to obtain, maintain and submit the information. The Audit staff
recommended mat TFS either: provide documentation that demonstrates best efforts were
made to obtain the missing information or comact each contributor lacking the
information, submit evidence of such contact, and disclose any information received in
amended reports.

A. RequM WormatiMforCGiitrilMtk^ For each itemized
contribution from an individual, the committee must provide the contributor's occupation
andthenameofhitorheremployer. 2 U.S.C §431(13) and 11 OR §§100.12.

B. Best Efforts Ensures CompHamr. When the treasurer of a political committee
shows that the committee used best efforts (see below) to obtain, maintain, and submit
the information required by the Act, the committee's icpoiu and iccords will be
considered in compliance with the ACL 2 U.S.C. §43200(2X0.

C Definition if Best Efforts. The tteasueraiid the comrittee will b^
have used "best efforts*1 if the committee satisfied all of the following criteria:
• All written solicitations for contributions included:

o A clear request for the contributor's full name, mailing address, occupation.
and name of employers and

o Asu«eniemn^siichf«portingisfcqiiiredbyFederallaw.
• Within 30 days after the receipt of the ccmtribution, the treasurer made at least one

effort to obtain the missing information, hi either a written request or a documented
oral request.

• Ilietieasuier repotted any contributor infbimati^
provided by the contributor, was obtained in a foJlowH^ronunumcationorwas
contained in the committee's records or in prior reports that the committee filed
during the same two-year election cycle. 11 CFR §104.7(b).

The Audit staff reviewed all contributions from individuals itemized on Schedules A of
TPS disclosure reports, which were in an amount or aggregate greater than $200 for
adequate disclosure of occupation and/or name of employer. The review identified 1,173
contributions from 939 contributors, totaling $812,585, that did not have an occupation
and/or name of employer disclosed properly. Of the 1,173 errors identified, 1,080
(92.07%) were blank, disclosed as "N/A" or -Information Requested." The remaining
errors (7.93%) consisted of incomplete disclosures (for example, an employer was
disclosed but no occupation), ft was noted that ITS solicitation devices properly
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contained a request for occupation and name of emp^^ However, the records
provided to the Audit staff did not contain any follow-up requests for the missing
contributor information. As such, TOS does not appear to have made "best efforts** to
obtain, maintain and report occupation and name of employer inf conation.
At the exit conference, the Audit staff provided 1TO representatives with a schedule of
the individuals for which occupation and/briiaine of employer was not properly .
disclosed. TFS representatives stated they would review the spreadsheets provided and
would file amended reports to correctly report this activity.

Interim Audit Report Recommendation
The Audit staff recommended that TFS take the following action:
• Provide documentation such as phone logs, returned contributor letters, completed

contributor contact information sheets or other materials which demonstrated that best
efforts were made to obtain, maintain, and submit the required disclosure
information! or

• Absemsuchadanc<iMfaUc^.TFSshoiildh
individuals for whom required hiformation is missmg or incomplete, provided
documentation of such contact! (such as copies of letters to the contributors and/or
phone logs), and amended its reports to disclose any mformation obtained trDm those
contacts.

I Finding 9. Failure to File 48-Homr Notices I

TFS failed to file 48-hour notices for 77 contributions totaling $106,100. The Audit staff
I that TFS provide evidence that 48-hour notices were timely filed.

Leg*! Standard
Last-Minute CoatrttNrttoas (48-Hour Notice). Campaign committees must file special
notices regarding contributions of $1,000 or niore received less than 20 days but more
than 48 hours before any election in which the candidate is running. This rule applies to
all types of contributions to any authorized committee of the candidate. 11
1104.5(0.

The Audit staff reviewed those contributions of $1,000 or more that were received during
the 48-hour notice filing period for the primary, general and runoff elections. TFS failed
to file 48-hour notices for 77 contributions totaling $106,100 as summarized on the next
page.
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Election Type

Primary
Genenl
Runoff

48 Hoar Notka Not Filed

Number of Notices
1
6
70

77

Total
$1.000
$6.000
$99,100

$106.100

At the exit conference, TPS was provided • ichedute of the 48-hour notices noc filed.
IPS representativei Mated they would review the tpreadiheets and provide additional
documentation ttutt would reduce the number of eiran.

Interim
The Audit naff reconunended diatlTS provide evidence that 48-hour notion were
timely filed or submit any written comments it confident relevant


